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Key Judgments

Official foreign assets of the OPEC countries increased by $26.9 billion
during 1976, growing from $105.3 billion at yearend 1975 tc $132.2 billion
at yearend 1976. Saudi Arabia and Kuwait accounted for more than half of
the increase. Nigeria and Venezuela experienced declines in their reserves.

OPEC’s portfolio continued to shift toward longer term, higher yicld
assets. Saudi Arabia and Kuwait in particular sought to increase rates of
return on their assets by investing heavily in longer term government and
corporate issues.

The $26.9 billion increase in the value of OPEC members’ foreign
holdings fell $12.8 billion short of their combined current account surplus.
The difference was largely the result of:

e A sharp risc in receivables from the oil companies due to
increasing oil sales and the two- to three-month lag between
liftings and payments.

» Net repayments of debt by the OPEC countries.

¢ Private investment abroad.
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Developmerits in 1976

Foreign official assets of OPEC member
countries increased $26.9 billion during 1976,
bringing total holdings at yearend to $132 bil-
lion (tables 1 and 2). A $10.4 billion increase in
Saudi Arabia’s holdings accounted for nearly 40
percent of the rise. Kuwait, Qatar, and the
United Arab Emirates also posted large gains in
foreign holdings last yecar.

Owing in part to the strengthening of oil
demand in 1976, nearly all OPEC members
shared in the reserve increase. Algeria, Libya,
Iraq, Indonesia, and Ecuador, which experti-

Table 1

OPEC Countries: Foreign Official Assets'
Million US$

enced reserve declines in 1975, all boosted their
holdings last year. Two countries—Nigeria and
Venezuela—had to dip into reserves in 1976.

About 85 percent of OPEC’s 1976 invest-
ments went into medium- and long-term assets,
including substantial investments in equities and
corporate fixed-interest issues. The share of
OPEC funds going into bank deposits declined
from 31 percent in 1975 to 17 percent in 1976.
The decline reflects mainly a reduction in the
use of short-term deposits. Many OPEC mem-
bers formerly used such deposits as a vehicle for
investing surplus funds without having to make
difficult investment decisions.

Table 2

OPEC Countries: Change in Foreign Official Assets'
Million US$

31 Dec 1974 81 Dec 1975 81 Dec 1976

Total .......ccovviivevnee 77,580 105,295 132,230
Algeria ....... 2,490 1,915 2,520
Ecuador 410 330 555
Gabon........ Lt 150 150
Indonesia ............ 1,540 630 1,545
Iran.....ocennnn 9,880 12,355 14,235
Iraq ...ooveee. 3,875 3,345 5,130
Kuwait 10,080 14,915 19,260
Libya 4,170 2,490 3,900
Nigeria 5,940 - 5,880 5,275
Qatar 1,650 2,800 4,175
Saudi Arabia ..... 22,050 38,645 49,000
UAE....cccvivieiien 6,945 11,300 16,090
Venezuela........... 8,555 10,540 10,390

Yearend 1975 to
Yearend 1976

Yearend 1974 to
Yearend 1975

Total ..o 27,715 26,935
Algeria ....... ~575 605
FEcuador —80 225
Gabon 150 0
Indonesia ... —-910 915
Iran............ 2,475 1,880
Iraq ... —525 1,785
Kuwait 4,835 4,345
Libya —1,680 1,410
Nigeria —60 —600
Qatar 1,150 1,375
Saudi Arabia .... 16,595 10,355
UAE ..o 4,355 4,790
Veneczuela 1,985 —150

' Rounded to nearest $5 million. Because of rounding, compo-
nents may not add to totals shown.

¢ Gabon’s foreign official assets are not listed because Gabon did
not become a full-fledged member of OPEC until 1975.

SECRET

' Rounded to mearest $5 million.
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Table 3
OPEC Countries: Composition of Investment
Bilion US$

1975 1976
Total ..o 27.7 26.9
Gold/SDRs/IMF position ' ... -1.9 0.3
Bank deposits..........cc.cc.cconius 8.6 45
Short-term .......ccvvenveinnen. 8.3 11
Medium- and long-term .. 0.3 3.4
Government securities .......... 7.9 9.8
Short-term .........occovvrevninnnns -32 3.0
Medium- and long-term .. 11.1 6.8
Other ..o 13.1 12.3
Corporate securities .......... 3.8 59
Real estate........ccocennnnnnnn. Negl. Negl.
Other ..., 9.3 6.6

'Gold holdings valued at yearend market price.

Location*

OPEC asset holdings in the US increased
by §7.5 billion during 1976—30 percent of the
total rise in OPEC’s foreign holdings. Saudi Ara-
bia and Kuwait together added $8.3 billion to
their holdings in the US. Nigeria and Venezuela
drew down their US balances last year by nearly
$2 billion. OPEC members placed about 45
percent of their 1976 investments in continen-
tal Europe, mainly in Eurodollar deposits.

Table 4
OPEC Countries: Location of Investment
Billion US$

1975 1976

Total ..o 27.7 26.9
United States............cooevne. 6.3 7.5
Continental Europe............... 7.6 11.9
United Kingdom ......cccoouvuiee 0.9 1.8
Communist countries............. 1.0 0.2
Offshore banking centers .... —-03 -0.7
Japan and Canada............... 0.7 0.1
IMF/World Bank................. 3.7 1.6
Other ' ..o 7.8 4.5

! Including unallocated assets.

*OPEC foreign official assets are assumed to remain in the
country where they are initially placed until removed by the
original investor. Some OPEC funds managed by US financial
institutions, for example, are invested in non-US securities; no
attempt is made to determine whether the non-US security was
purchased from another US holder or from a non-US resident.

2

The OPEC countries reduced the pace of"
their investments in international organizations
last year. Owing to the relatively poor yields
offered by World Bank bonds, OPEC members
put less than $500 million in these issues in
1976, compared with slightly over $1 billion in
1975. The end in early 1976 of the borrowing
phase of the International Monetary Fund’s oil
facility resulted in a decline in the flow of
OPEC funds to the IMF.

Currency Denomination

OPEC members placed roughly $22 billion
of their 1976 investments in dollar-denomina-
ted assets. Their holdings of sterling-denomina-
ted assets fell by $2.8 billion last vear because
of a continuing sell off of thesc assets and an
$800 million decline in the dollar value of their
remaining sterling portfolio. Investment in con-
tinental hard currencies picked up moderately
in 1976, in part because of the increased level
of equity purchases.

Profile of Official Foreign Assets,
31 December 1976

Concentrations

Saudi Arabia, Kuwait, Qatar, and the UAE
accounted for the bulk of the OPEC countries’
$132 billion official assets at yearend 1976.

e Saudi Arabia alone held $49 billion in for-
cign official assets—nearly two-fifths of total
OPEC holdings.

o Kuwait, the UAE, and Qatar accounted for
about another third of OPEC foreign wealth,

Type
At yearend 1976, OPEC countries held
about equal amounts of short-term assets,

Table 5
OPEC Countries: Currency Denomination of Investment
Billion US$
1975 1976
Total ..., 27.7 26.9
US dollar 274 22.0
Sterling .............. —-22 -2.8
Other ..o 2.5 7.7
SECRET
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Table 6 Toble 7

OPEC Countries: Foreign Official Assets, by Location
31 December 1976

OPEC Countries: Foreign Official Assets, by Type
31 December 1976

Percent Percent
Gold/ Continental
SDRs/ Europe, IMF/
IMF Bank Government Other United  United Japan, and World
Total Position Deposits Securities  Assets Total States Kingdom Canada Bank Other
—r L1 7:1 100 25 25 25 10 15
Total ...ccovrriennnes 100 5 70 25 Algeria......... 100 30 30 35 5  Negl
Algeria .......... 100 35 65 Negl Ecuador...... 100 25 10 5 5 55
Ecuador ........ 100 10 90 Negl. Gabon.......... 100 Negl 0 0 5 95
Gabon........... 100 5 95 Negl. Indonesia...... 100 10 5 40 5 40
Indonesia ...... 160 Negl. 95 5 Iran...... 100 15 25 25 10 25
Iran.....cooeiae 100 5 40 20 35 Irag...oon.. 100 5 0 25 Negl. 70
JECT S 100 10 85 Negl. 5 Kuwait......... 100 25 30 15 5 25
Kuwait .......... 100 5 35 15 45 Libya ..., 100 20 0 60 5 15
Libya .c...cccon 100 10 80 10 Nigeria ........ 100 10 20 50 15 5
Nigeria ......... 100 5 93 Negl. Saudi Arabia 100 30 25 25 10 10
Saudi Arabia 100 Negl. 45 30 25 Venezuela ... 100 20 25 25 15 15
Venezuela..... 100 20 60 20 Negl.

! Foreign official assets totaled $132 billion on 31 December 1976.

! Foreign official assets totaled $132 billion on 31 December 1976. Data rounded to nearest 5 percent.

Data rounded to nearest 5 percent.
e About one-fourth of OPEC assets were

mainly bank deposits, and medium- and long- held in the United States, more than one-half

term assets (table 6).

e Bank deposits accounted for about 40 per-
cent of total assets.

e Nearly 30 percent was held in government
securities, including $13.8 billion in US Gov-
ernment and US agency issues.

e Gold and holdings in the International
Monetary Fund accounted for about 5 per-
cent of OPEC foreign wealth.

e Nearly 25 percent of OPEC holdings were
in other assets, including more than 8 percent
in corporate securities held primarily by
Saudi Arabia and Kuwait.

consisted of US Government and US agency
securities owned primarily by Saudi Arabia.

o Less than 10 percent was held by the IMF
and World Bank.

e Only about 1 percent was located in Com-
munist countries, primarily held by Iraq.

e The remaining 14 percent was spread
among a number of countries including those
in the Middle East.

Currency Composition
The great bulk of OPEC foreign wealth

was invested in dollar-denominated assets at
yvearend 1976 (table 8).

o Dollar-denominated assets accounted for

Location

OPEC wealth was predominantly located
in the major developed countries (table 7).

e London accounted for about one-fourth of
the total, most of which was in Eurocurrency
bank deposits. Iran, Nigeria, Saudi Arabia,
and the Persian Gulf sheikhdoms accounted
for more than 85 percent of OPEC invest-
ment located in the United Kingdom.

SECRET

more than three-quarters of the total. Only
Iraq, Gabon, and Nigeria held less than 50
percent of their foreign wealth in dollars.

e Sterling accounted for less than 5 percent
of OPEC wealth at yearend 1976. Saudi Ara-
bia, Kuwait, and Nigeria held nearly all of the
sterling assets.
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Table 8

OPEC Countries: Foreign Official Assets, by Currency
31 December 1976

Table 9

OPEC Countries: Reconciliations of 1976 Current Account
Surplus with Asset Change

Percent Billion US$
Gold/SDRs/ Current surplus plus gross loan receipts 444
Total IMF Position Dollars Sterling Other Current account surplus ........cccooveriveveiennras 89.7
Total ................. 100 5 75 5 15 Loan receipls ......coiiiecnmeerrccrnrimnenns e 4.7
Algeria .......... 100 35 55 0 10 Change in OPEC assets and errors and omissions 44.4
Ecuador ........ 100 10 85 0 5 Change in foreign official assets..........cceeenen, 26.9
Gabon............ 100 5 Negl. 0 95 Other capital account flows..........c.cccccovrcrrnirnnnncn. 17.5
Indonesia ...... 100 Negl 90 0 10 Change in credit to oil companies......cc.coeeuen... 7.5
Iran.......o. 100 5 90 0 5 Debt repayment ... 29
Iraq .......c v 100 10 35 0 55 Nationalization compensation.............c..covvinsiniennen, 0.9
Kuwait .......... 100 5 75 5 15 Net private investment in the United States and
Libya ..coocvnne, 100 10 55 0 35 United Kingdom .....ccooccerreimieonnmnincreniennnencennencne 25
Nigeria ......... 100 5 25 15 55 Adjustments for change in foreign exchange...... 0.2
Saudi Arabia 100  Negl 85 5 10 Prepayments to United States for Imports 8.3
Venezuela..... 100 20 65 Negl. 15 Errors and OMISSIONS ! .....ccooo.ivviviunnneomsserneseuenssiinns 0.2

! Foreign official assets totaled $132 billion on 31 December 1976.
Data are rounded to nearest 5 percent.

* About 15 percent of OPEC wealth was
denominated in other currencies, primarily
German marks, yen, French and Swiss francs,
and Canadian dollars.

e Gold and IMF assets accounted for about 5
percent.

Reconciliation of the Change in Assets with the
OPEC Current Account Surplus

OPEC countries’ foreign exchange receipts
totaled $44.4 billion during 1976, including the
current account surplus of $39.7 billion and
$4.7 billion in gross foreign borrowing (table
9). The $17.5 billion difference between
OPEC members’ receipts and the $26.9 billion
rise in their foreign assets is accounted for by
the following items:

Change in credits to oil companies. Oil
company indebtedness to the OPEC countries
rose by $7.5 billion during 1976 to $20.6 bil-
lion at yearend. This resulted from (a) a rise in
oil liftings following increased world demand
and (b) the continuation of the two- to three-
month lag between shipments and payments for
oil.

Debt repayment. OPEC countries repaid
$2.9 billion of their outstanding debt in 1976.

4

! Including net private investment other than in US and UK bank
deposits.

Algeria, Indonesia, and Iran accounted for
nearly 85 percent of payments.

Nationalization compensation. Nigeria
made payments of $350 million, and Vene-
zuelan payments totaled more than $500 mil-
lion in 1976.

Net private investment in the United
States and the United Kingdom. This category
consisted of an increase in private investment in
the United States of $1.6 billion and an increase
in private bank deposits in the United Kingdom
of $900 million.

Adjustments for changes in foreign ex-
change. OPEC lost an estimated $200 million in
the dollar value of those OPEC assets denomina-
ted in currencies other than the dollar.

Prepayment to United States for Imports.
OPEC countries increased military prepayments
by $2.9 billion in 1976. Liabilities to OPEC
countries reported by non-banking concerns in
the United States grew by about $400 million.

Errors and omissions. This category, in-
cluding private investment other than in the US
or in UK bank deposits, accounted for the re-
maining $3.5 billion.
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The author of this paper is
International Trade and Services Division,
Office of Economic Research. Comments and

ueries are welcome and should be directed to
57 25X 1A
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MEMORANDUM FOR:

The Honorable Harold H., Saunders
Director

Bureau of Intelligence and Research
Department of State

Attached is your personal copy of
our memorandum, "OPEC Countries: Size
and Distribution of Official Foreign
Assets on 31 December 1076," FP 77-
10464, S/MOT RELEASABLE TO FOREIGN

NATIONALS, STATINTL

MAURICE C., ERMST
Director of Economic Research
Central Intelligence Agency

(DATE)
94 811G 1977
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